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EXPOSURE DRAFT OF UNIFORM ACCOUNTANCY ACT AND
UNIFORM ACCOUNTANCY RULES
This exposure draft contains several modifications to the Act and Rules. The revisions
are intended to provide for disclosures that must be made with regard to practice via the
Internet and notification that must be made by individuals who want to exercise practice
privileges under the Act’s substantial equivalency provision (Section 23 of the UAA).
The exposure draft also includes a revision to the uniform rules to provide additional
flexibility with regard to the education requirement. Finally, the draft includes revisions
to the UAA to conform to professional standards with regard to SSARS 8 compilations.
Although this exposure draft does not include rule changes needed with regard to the
computerization of the Uniform CPA Examination, the AICPA/NASBA Computerization
Implementation Committee (CIC) will expose draft rules related to the CPA examination
for comment. An AICPA/NASBA UAA working group will review those proposed rule
changes prior to the CIC’s exposure process and prior to the release of the next revised
version of the UAA.
This exposure draft contains only the statutory sections and rules that are being
recommended for addition or revision. To view the entire UAA and Rules, you may view
them electronically at www.aicpa.org or www.nasba.org.
The AICPA task force and NASBA committee that developed the exposure draft
welcome your comments on the proposed revisions. The exposure period will end on
December 31, 2001. Please send your comments to:
AICPA – UAA
State Societies and Regulatory Affairs
1455 Pennsylvania Avenue, NW
Washington, DC 20004-1081

NASBA – UAA
150 4th Avenue, North – Suite 700
Nashville, TN 37219-2417

Carlos Johnson
Chair
AICPA Uniform Accountancy Task Force

Barton Baldwin
Chair
NASBA Uniform Accountancy Act
Committee

November 1, 2001
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[Additions Related to Internet Practice]
Rule 23-1(e):
An individual entering into an engagement to provide professional services via a
Web site pursuant to Section 23 shall disclose, via their Web site, their principal
state of licensure, license number and address.
Rule 7-5:
A CPA firm offering or rendering professional services via a Web site shall provide
in the Web site's homepage, a means for regulators and the public to contact a
responsible licensee in charge at the firm regarding complaints, questions, or
regulatory compliance.

[Additions Related to Notification under Substantial
Equivalency]
Rule 23-1
a) A qualified individual seeking practice privileges in this state pursuant to UAA
Section 23(a) or (b) may comply with the notice requirement as follows:
(1) Notice may be given either electronically or on forms established by this
Board;
(2) Notice is immediately due and shall be received by the Board within 15
days after the individual knowingly avails him/herself of the laws of this
State by:
(a) Accepting an engagement or an assignment to render professional
services in this State, or
(b) Offering to render professional services through direct solicitation or
marketing targeted to persons in this State.
(3) At anytime prior to entering this State, an individual, directly or through
the individual’s firm, may provide a master notice to all participating
substantially equivalent jurisdictions including this Board by giving
notice to the NASBA Qualification Appraisal Service [or other
comparable service designated by the Board]; provided, the information
in said notice as maintained by NASBA [or other comparable service
designated by the Board] is accessible to this Board, reasonably current
and renewed annually [or such other period of time as the Board requires
license renewals, but no more frequently than annually]. The firm
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accepts responsibility for each such individual’s compliance with the
accountancy laws and rules of this State.
(b) Notice shall be renewed annually [or such other period of time as the Board
requires license renewals, but no more frequently than annually] for so long as the
individual intends to use UAA Section 23 privileges in this State.
(c) Notice shall be amended within 30 days after the individual changes their
principal place of business or within 30 days after the license has been denied,
revoked, or suspended in any jurisdiction.
(d) Non-resident individuals shall not be deemed to have entered this State for
purposes of Section 23 and notice is not required under Section 23 if the individual's
contact with this State is limited to any of the following activities:
1)
2)
3)
4)

teaching either a college or continuing professional education course,
delivering a lecture,
moderating a panel discussion,
rendering professional services to the individual’s employers or to persons
employed by the individual’s employer, including affiliated, parent, or
subsidiary entities, provided such services are not rendered for the
employer’s clients.

[Revisions Related to the Education Requirement for CPA
Candidates]
Rule 5-2 Education requirement.
For purposes of Section 5(c) of the Act, an applicant will be deemed to have met the
education requirement if the applicant has met any one of the following four
conditions:
(a)

Earned a graduate degree with a concentration in accounting from an
accounting program or department that is accredited (level three
accreditation) by an accrediting agency recognized by the Board.

(b)

Earned a graduate degree from a business school or college of business that
is accredited (level two accreditation) by an accrediting agency recognized by
the Board and completed 24 semester hours in accounting at the
undergraduate level or 15 semester hours at the graduate level, or an
equivalent combination thereof, including courses covering coverage of, but
not necessarily separate courses in, the subjects of financial accounting,
auditing, taxation and management accounting.
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(c)

Earned a baccalaureate degree from a business school or college of business
that is accredited (level two accreditation) by an accrediting agency
recognized by the Board and completed 24 semester hours in accounting at
the undergraduate or graduate level, including courses covering coverage of,
but not necessarily separate courses in, the subjects of financial accounting,
auditing, taxation, and management accounting; and completed at least 24
semester hours in business courses (other than accounting courses) at the
undergraduate or graduate level.

(d)

Earned a baccalaureate or higher degree from an accredited educational
institution (level one accreditation) including:
(1)

at least 24 semester hours of accounting at the upper division or
graduate level, including courses covering coverage of, but not
necessarily separate courses in, the subjects of financial accounting,
auditing, taxation, and management accounting (An u Upper division
course is normally defined as a course taken at the junior or senior
level. In accounting, this would normally be all courses taken beyond
the elementary level.); and

(2)

at least 24 semester hours in business courses (other than accounting
courses) at the undergraduate or graduate level.
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[Conforming Revisions Related to SSARS 8 Compilations]
[Excerpts from Introduction]
Implementation of the Governing Principles in the Uniform Accountancy Act
Reflecting the fundamental principles just discussed, following are the key features of
the Uniform Act.
1. The only kinds of professional services for which licensing is required are attest
services defined as (a) the audit function--the expression of opinions on financial
statements; (b) the issuance of reports in standard form upon reviews of financial
statements; and (c) the examination of prospective financial information. Licensure is
also required to issue reports in standard form upon perform compilations of financial
information statements in accordance with SSARS. (See section 3(p), defining the term
“report”; and section 14(a) prohibiting unlicensed persons from issuing reports on audits,
reviews, and compilations of financial statements.) These services are restricted to
licensees under the Act. Other attestation services are not restricted to licensees,
however, when licensees perform those services they are regulated by the state board of
accountancy. Anyone, whether licensed or not, may offer and perform any other kind of
accounting service, including tax services, management advisory services, and the
preparation of financial statements without such reports. as permitted under (See section
14(a).)
2. In order to perform attest services, a CPA firm or sole practitioner must meet
certification requirements (under section 6) for individuals and permit requirements
(under section 7) for firms. The Uniform Accountancy Act involves a regulatory system
in which applicants obtain and renew a license. All licensees who are responsible for
supervising attest or compilation services and sign or authorize someone to sign reports
on financial statements on behalf of their firm must meet the competency requirements
required by professional standards before they may perform attest or compilation
services. All licensees, whether in private industry, education, government, or public
practice, must meet the same continuing education requirement. Only licensed
individuals may perform issue reports in standard form upon compilations of financial
information statements in accordance with SSARS, but they need not do so through a
firm that holds a permit under Section 7.
[Excerpts from Section 3 - Definitions]
3(m) “Peer Review” means a study, appraisal, or review of one or more aspects of
the professional work of a certificate holder or CPA firm that performs
issues attest or compilation services reports, by a person or persons who hold
certificates and who are not affiliated with the certificate holder or CPA firm
being reviewed.
COMMENT: This defined term is employed in section 4(h)(7), which empowers the
Board to issue rules prescribing how such reviews are to be performed; section 7(h),
6

11/1/01 Exposure Draft

contemplating such reviews in connection with renewals of firm permits; section
10(b)(1), specifying that such reviews are available as remedies in enforcement
proceedings; section 13(c), providing that the Board may require such reviews as a
condition of reinstatement after a suspension or revocation of a certificate or permit; and
section 18, on confidential communications, which recognizes an exception for peer
review. The rules issued by the Board under section 4(h)(7) would presumably prescribe,
among other things, how the requirement of independence, or nonaffiliation, of the
reviewer to the person or firm being reviewed is to be implemented. See also Sections
6(j), 14(k), and 14(l) with regard to certificate holders who perform compilations other
than through a CPA firm.
3(p)

“Report,” when used with reference to financial statements, means an
opinion, report, or other form of language that states or implies assurance as
to the reliability of any financial statements and that also includes or is
accompanied by any statement or implication that the person or firm issuing
it has special knowledge or competence in accounting or auditing. Such a
statement or implication of special knowledge or competence may arise from
use by the issuer of the report of names or titles indicating that the person or
firm is an accountant or auditor, or from the language of the report itself.
The term “report” includes any form of language which disclaims an opinion
when such form of language is conventionally understood to imply any
positive assurance as to the reliability of the financial statements referred to
and/or special competence on the part of the person or firm issuing such
language; and it includes any other form of language that is conventionally
understood to imply such assurance and/or such special knowledge or
competence.

COMMENT: As has been explained in the introductory comments, the audit function,
which this term is intended to define, is the principal kind of professional accounting
service for which a license would be required under the Uniform Act. The term has its
most important operative use in section 14(a) of the Act, which prohibits persons not
licensed from performing that function as well as any attest or compilation services as
defined above.
It is a point of fundamental significance that the audit function is defined, not in terms of
the work actually done, but rather in terms of the issuance of an opinion or a report--that
is, the making of assertions, explicit or implied--about work that has been done. It is such
reports, or assertions, upon which persons using financial statements (whether clients or
third parties) rely, reliance being invited by the assertion, whether explicit or by
implication, of expertise on the part of the person or firm issuing the opinion or report.
Thus, this definition is sought to be drawn broadly enough to encompass all those cases
where either the language of the report itself, or other language accompanying the report,
carries both a positive assurance regarding the reliability of the financial information in
question, and an implication (which may be drawn from the language of the report itself)
that the person or firm issuing the report has special competence which gives substance to
the assurance.
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The definition includes disclaimers of opinion when they are phrased in a fashion which
is conventionally understood as implying some positive assurance, because authoritative
accounting literature contemplates several circumstances in which a disclaimer of opinion
in standard form implies just such assurances. The same reasoning that makes it
appropriate to include disclaimers of opinion in conventional form within the definition
of this term makes it appropriate to apply the prohibition on the issuance by unlicensed
persons of reports, as so defined, on “reviews” and “compilations” and other
communications with respect to "compilations" within the meaning of the AICPA’s
Statements on Standards for Accounting and Review Services No. 1 (SSARS 1), when
the language in which the report or other compilation communication is phrased is that
prescribed by SSARS 1. This is done in section 14(a). These prohibitions, again, do not
apply to the services actually performed--which is to say that there is no prohibition on
the performance by unlicensed persons of either reviews or compilations, in the sense
contemplated by SSARS 1, but only on the issuance of reports or other compilation
communications asserting or implying that their author has complied or will comply with
the SSARS 1 standards for such reviews and compilations and has the demonstrated
capabilities so to comply.
[Excerpt from Section 6 - Issuance and Renewal of Certificates and Maintenance of
Competency]
6(j) The Board shall by rule require as a condition for renewal of a certificate
under this Section, by any certificate holder who performs issues compilation
services reports for the public other than through a CPA firm, that such
individual undergo, no more frequently than once every three years, a peer
review conducted in such manner as the Board shall by rule specify, and such
review shall include verification that such individual has met the competency
requirements set out in professional standards for such services.
[Excerpt from Section 14 - Unlawful Acts]
14(a) Only licensees may issue a report on financial statements of any person, firm,
organization, or governmental unit or offer to render or render any attest or
compilation service, as defined herein. This restriction does not prohibit any
act of a public official or public employee in the performance of that person’s
duties as such; or prohibit the performance by any non-licensee of other
services involving the use of accounting skills, including the preparation of
tax returns, management advisory services, and the preparation of financial
statements without the issuance of reports thereon. Non-licensees may
prepare financial statements and issue non-attest transmittals or information
thereon which do not purport to be in compliance with the Statements on
Standards for Accounting and Review Services (SSARS).
COMMENT: This provision, giving application to the definition of report in section 3(p)
above, is the cornerstone prohibition of the Uniform Act, reserving the performance of
those professional services calling upon the highest degree of professional skill and
having greatest consequence for persons using financial statements--namely, the audit
function and other attest and compilation services as defined herein -- to licensees. It is so
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drafted as to make as clear and emphatic as possible the limited nature of this exclusively
reserved function and the rights of unlicensed persons to perform all other functions. This
wording addresses concerns that this exemption could otherwise, by negative implication,
allow non-licensees to prepare any report on a financial statement other than a SSARS i.e., other attestation standards.
This provision is also intended to extend the reservation of the audit function to other
services that also call for special skills and carry particular consequence for users of
financial statements, albeit in each respect to a lesser degree than the audit function:
namely, the issuance of reports on performance of compilations and reviews of financial
statements., Iin accordance with the AICPA’s Statements on Standards for Accounting
and Review Services, which set out the standards to be met in a compilation or review
and specify the form of report form of communication to management or report to be
issued following such engagements which makes explicit reference to the applicable
standards. The subsection is intended to prevent issuance by non-licensees of reports or
communication to management using that standard language or language deceptively
similar to it. Safe harbor language which may be used by non-licensees is set out in Rule
14-3.
[Excerpts from Uniform Rules]
Rule 6-7 – Exceptions [to Continuing Education requirement in Rule 6-4(a)]
(1) The Board may make an exception to the requirement set out in Rule 64(a) for a licensee who is retired or who does not perform or offer to
perform for the public one or more kinds of services involving the use of
accounting or auditing skills, including the issuance of reports on
financial statements or other compilation communication, or of one or
more kinds of management advisory, financial advisory or consulting
services, or the preparation of tax returns or the furnishing of advice on
tax matters.
(2)

The Board may in particular cases make exceptions to the requirements
set out in Rule 6-4(a) for reasons of individual hardship including
health, military service, foreign residence, or other good cause.

(3)

Licensees granted such an exception by the Board must place the word
“inactive” adjacent to their CPA title or PA title on any business card,
letterhead or any other document or device, with the exception of their
CPA certificate or PA registration, on which their CPA or PA title
appears.

(4)

Licensees granted an exception by the Board must comply with a reentry competency requirement defined by the Board as set out in Rule
6-4(c) before they may discontinue use of the word “inactive” in
association with their CPA or PA title.
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Rule 6-10 Peer review for certificate holders who do not practice in a licensed firm.
A certificate holder who performs issues compilation services reports as defined in
this Act other than through a CPA firm that holds a permit under Section 7 of this
Act must undergo a peer review as required under Rules 7-3 and 7-4.
Rule 7-3 - Peer review as a condition for renewal of permit.
(a)

(b)

The Board may establish procedures to perform the following functions:
(1)

Review of financial statements and the reports of licensees thereon, to
assess their compliance with applicable professional standards;

(2)

Improvement of reporting practices of licensees through educational
and rehabilitative measures;

(3)

Referrals to the Board of cases requiring further investigation by the
Board or its designees; and

(4)

Verification that individuals in the firm responsible for supervising
compilation or attest services and signing the accountants’ report on
financial statements on behalf of the firm meet the competency
requirement set out in applicable professional standards.

(5)

Verification that a certificate holder who performs issues compilation
services reports for the public other than through a CPA firm, who
supervises such services and/or signs the compilation report on such
financial statements, meets the competency requirements set out in
applicable professional standards.

(6)

Such other functions as the Board may assign to its designees.

On and after
, each applicant for renewal of a certificate under Section
6 in the case of a certificate holder who provides issues compilation services
reports to the public other than through a CPA firm and each applicant for
renewal of a firm permit to practice under Section 7 of the Act shall furnish
in connection with their application, with respect to each office maintained
by the applicant in this State, one copy of each of the following kinds of
reports, together with their accompanying financial statements, issued by the
certificate holder or office during the twelve month period next preceding the
date of application, if any report of such kind was issued during such period:
(1)

A compilation report;

(2)

A review report;

10

11/1/01 Exposure Draft

(3)
(4)

An audit report;
A report of the examination of prospective financial information.

Rule 10-1 - Grounds for enforcement actions against licensees.
The grounds for revocation and suspension of certificates, registrations and permits,
and other disciplinary action against licensees and individuals with privileges under
Section 23, are set out in Section 10 of the Act in both specific and general terms.
The general terms of that provision of the Act include the following particular
grounds for such disciplinary action:
(a)

Fraud or deceit in obtaining a certificate, registration or permit, within the
meaning of Section 10(a)(1) of the Act, includes the submission to the Board
of any knowingly false or forged evidence in, or in support of, an application
for a certificate, registration or permit, and cheating on an examination as
defined in these Rules.

(b)

Dishonesty, fraud or gross negligence, within the meaning of Section 10(a)(5)
of the Act, include knowingly, or through gross negligence, making
misleading, deceptive or untrue representations in the performance of
services.

(c)

Violations of the Act or of Rules promulgated under the Act, within the
meaning of Section 10(a)(6) of the Act, include-(1)

Using the CPA title or providing attest or compilation services in this
State without a certificate, registration or permit to practice issued
under Sections 6 and 7 or without properly qualifying to practice across
state lines under the substantial equivalency provision of the Act.

(2)

Using or attempting to use a certificate, registration or permit which
has been suspended or revoked;

(3)

Making any false or misleading statement, in support of an application
for a certificate, registration or a permit filed by another;

(4)

Failure of a licensee to provide any explanation requested by the Board
regarding evidence submitted by the licensee in support of an
application filed by another, or regarding a failure or refusal to submit
such evidence; and failure by a licensee to furnish for inspection upon
request by the Board or its representative documentation relating to
any evidence submitted by the licensee in support of such an
application;
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(d)

(5)

Failure to satisfy the continuing professional education requirements
set out in Section 6(d) of the Act and/or failure to comply with the
continuing education requirements of these Rules;

(6)

Failure to comply with professional standards as to the attest and/or
compilation competency requirement for those who supervise attest
and/or compilation engagements and sign reports on financial
statements or other compilation communications with respect to
financial statements; or

(7)

Failure to comply with the applicable peer review requirements set out
in Section 6(j) and Section 7(h) of the Act and these Rules.

Conduct reflecting adversely upon the licensee’s fitness to perform services,
within the meaning of Section 10(a)(10) of the Act, includes:
(1)

Adjudication as mentally incompetent;

(2)

Fiscal dishonesty of any kind;

(3)

Presenting as one’s own a certificate, registration or permit issued to
another;

(4)

Concealment of information regarding violations by other licensees of
the Act or the Rules thereunder when questioned or requested by the
Board; and

(5)

Willfully failing to file a report or record required by state or federal
law; willfully impeding or obstructing the filing of such a report or
record, or inducing another person to impede or obstruct such filing by
another; and the making or filing of such a report or record which one
knows to be false.
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